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As transfer pricing is increasingly used by multinational Enterprises (MNE) 
to shift profits and erode the tax bases of relevant countries, those countries 
generally deal with that through primary adjustments and corresponding 
adjustments for tax purpose. However, they do not alter the fact that the excess 
profits of the MNE group represented by the adjustment are not consistent with 
the result that would have arisen if the controlled transaction had been 
undertaken on an arm's length basis, and the excess profits have not been actually 
returned to the adjusted enterprise from abroad. Thus, some countries have 
introduced secondary adjustments to address this issue. There are four major 
patterns around the world, including Constructive Loan, Constructive Dividend, 
Constructive Equity Contribution and Repatriation, which have different tax 
results as well as advantages and disadvantages. In addition, secondary 
adjustments may lead to international double taxation on interest and dividend 
due to different legislations worldwide and deficient international cooperation. 
From China's perspective, China is under the absent of legislation and practice 
with regard to secondary adjustments, though there's a strong possibility that 
China is going to legislate for that. Therefore, this dissertation suggests that 
China shall apply Repatriation, Constructive Dividend and Constructive Equity 
Contribution, and avoid international double taxation by bilateral tax agreements 
and domestic legislation. 
The main part of this dissertation divides into four chapters and thirteen 
subchapters without the introduction and conclusion. Chapter I elaborates the 
overview of secondary adjustments, among which Subchapter I introduces the 
most fundamental concepts and characteristics of secondary adjustments, 
Subchapter II emphasized the importance by analyzing the close contact with 













    
 
Subchapter III included three basic principles of secondary adjustments that are 
the arm's length principle, the substantive taxation principle and the double 
taxation avoidance principle. 
Chapter II explains four patterns of secondary adjustments. This chapter 
fully analyzes positive adjustments and passive adjustments and is divided into 
four subchapters. These subchapters elaborate the different nature and tax results 
of Constructive Loan, Constructive Dividend, Constructive Equity Contribution 
and Repatriation, and evaluate these four patterns separately, which lays the 
foundation for the next discussion. 
Chapter III is about the international double taxation caused by secondary 
adjustments. Specifically, Subchapter I contains the reasons, major types and 
influences of double taxation. Subchapter II analyzes the credit method, the 
mutual agreement procedure and the tax arbitration procedure in bilateral tax 
agreements, and Subchapter III introduces domestic legislations including the tax 
administrative relief system, the tax administrative litigation system, the tax 
arbitration system and other special systems to settle international double 
taxation. 
Chapter IV focuses on the establishment of secondary adjustments in China. 
Firstly, Subchapter I summarizes the status quo and the future development in 
relation to secondary adjustments in China. Then, Subchapter II recommends the 
most appropriate patterns by comparing the above four patterns and referring to 
other countries' practices. Lastly, Subchapter III puts forward suggestions to 
eliminate international double taxation through bilateral tax agreements and 
domestic regulations. 
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整的问题。经合组织于 2010 年 7 月发布了《跨国公司与税务当局转让定价
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